iN THE WMATTER OF THE FILING BY

MIDAMERICAN ENERGY COMPANY
FOR APPROVAL OF CONTINUATION

OF THE IGSPP FOR AN ADDITIONAL
THREE-YEAR PERIOD, OR UNTIL

BUCH TIME AS ITS PURCHASED GAS
ADJUSTHMENT MAY BE ELIAINATED,

WHICHEVER COMES FiIRET
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Outober 30, 1998 Telefax and Regular Mail Delivery

Mr. William Bullard

Executive Secretary

South Dalcota Public Utilities Commission
500 East Capitol

Pierre, 81 57501

Dear Mr. Bullard:
In it“ “Fn al Decmon and Ordﬂr a&xued ol E\«m Lmber ‘3. f%’? m N"

NGQS 006 the South Dakma Pubhc Unlltzcﬂ u:)mmzs&vnn
threc-year Incentive Gas Supply Procurement Frograrm whicth bepn
1995 for a three-year experimental period. MidAmerican tod
to continue the pregram for the later of an additional: :
“as its purchased gas adjustment may be eliminated, whicht

As deseribed in the Commission’s Findings of Fact 6 and !".. thi
market-based benchmark for the delivered costs of gus, whish
price. Ifpurchased gas costs incurred during the year are
one half of the first 3% of savings over the re ferencs prm. Higegacal
a,ny savm,qs in exccs f ?" Yo oomg nurew 0 mg !

Thc cffert of thc 1GSPP i5 1o H w customers and x!
that can be obtained when the utlity endeavors to p.mch
gas.

MidAmerican’s request regarding the IGSPP made herein is il

acted upon by the Commission at its Agenda Meeting held on iﬁ)’ﬁ‘lcﬂ
Mid American’s carlier request was not 1o extend the progran
related savings accrued during the third vear of the opieral
to customers as purchased gas adjustrnent bill credits and &
year.

dist

is lhcs n.fe; ence pru tn 3 *\" above l‘n,mc ene price. For vaar fw
the reference nrice to 3.0% above the referenee price. For yoar the
5.5% below the reference price 1o 2.5% above tha rofes enve price.




Br, William Bullard
Qetober 30, 1998
Page 2

The HGEPP has returned gas cost savings benefits to South Dakota customers. For the
first annual period that the IGSPP was inyplemented, savings rm;.‘ﬂ;a“d along Lo customers
exceeded $800,000. For the sccond annual implementation period, the savings passed

along to customers were in excess of $1.3 miltion.

MidAmerican’s request is to continue the IGSPP as structured with the toleranes bands
applicable int the third year of the period for an additional three-year peried.
MidAmerican anticipates the possibility that during this three=vear period small valume
customiers will be enabled vo cost-effectively transport gas. which could result in
elimination of the purchased gas adjustmant clause. In fact, ¥idAmerican is on this ddi&
filing in fowa a plan to enable small volurne gas transportation. The plan anticipates that
customers will aggregate their daily usage nominations. I that plan, MidAmerican
proposes w eliminate the PGA in lowa in May 2000, MidAmerican is in the process o
determining whether to extend the same type of ransportation service to South I&ﬁkm

MidAmerican believes that the IGSPP is an ideal wansition device to a competitive gas
supply environment. The IGSPP has proven to share the risks assoetated with

competitive procurement of gas supply hutween customers and sharcholders. T
commission approved it as an experiment in the 1993 rate case, it has been sue
should be continued until gas is supplicd 1o ali customer en a fully competit

Accordingly, MidAmerican Energy Cornpany respectfully raqixs;:*;!# the Commissio
extend the Incentive Gas Supply Procurement Program in the manner propesed hetein,




Commission
gh:November5, 1 998 i

<LY Fil
2, 1998 thyou

ltyourieed a comiplete copy of a filing faxed, overnight expressed, or mariedtayc
e contact Delaine Kolbo within five business days of this filing.
Phone: 805-773-3705. Fax: 605.773-3809.

NATURAL GAS

In the Matter of the Application of MidAmerican Energy for canti’nuai‘im;
Incentive Gas Supply Procurement Program

Application of MidAmericarn Energy o continue its incentive Gas Sy
Procurement Program for an additional three-year neried or ur
purchased gas adjustment may be eliminated, whichever come
MidAmerican states that under a plan it has filed in-lowa
volume gas transportation and has proposed to:eliminaieits P
2000. MidAmerican is in the process of determining whether toexte
type of transportation service to South Dakota.

Staff Attorney: Karen Cremier
Staff Anaiyst: Dave Jacobson
Date Filed: 10/30/28
Intervention Deadlina: 11/19/98

TELECOMMUNICATIONS

TC93-195  Inthe Matter of the Appliciation of Network Billing Systems, LL.C for
Certificate of Authority to Provide Teiecommuni@atio‘ﬂs; Services in Sot
Dakota. :

Application of Network Billing Systems, L.L.C. for a-ceriificat
provide intrastate telecommunications services in the-state
Network Billing Systems is proposing to offer outbound iriter
telscommunications services. Tne Applicarit does not propost
alternative operator services. Intrastate sesvice is an add-on viceé
onty if the custorner subscribes to the cempany's interstate offarings.

Staff Attorney: Camron Hoseck
staff Analyst: Harlan Best

Date Filed: 11/02/98
intervention Deadling: 11/20/98

TCOB-196  In the Matter of the Complaint filed by Don Jiracek o bahialf of
City, South Dakota, against McLecd USA, Regarding Inadeguate S




Gompilaint by Don Jiracek vs. Mcleod USA. The Complainant claims that a
delay of instaliation of telephone service caused loss of income. The
Complainant is seeking $33,000 in damages for lost business.

Staff Attornay: Canvon Hoseck
Consumer Affairs: Lenit Healy
Date Fled: 11/02/88
Irervention Deadline: NA

You may recewe this listing and other PUC publications via our website or via internet esmail.
You may subscribe o the PUC mailing list at http://imww.state.sd.us/puc/

»




MidAmerican
ERERGY

reary 22, 1999

SENWT VIA FEDERAL EXPRESE

Mr. William Bullard, Jr.
Executive Secretary
South Dakota Public Utilities
Commission

500 East Capital Averiue
Pierre, South Dakota 57501

RE:  MidAmerican Energy Comipany (*MidAmerican™ Dogber !

Dear 3. Bullard:

MidAmmerican hereby files the prepared Direct Testimony of Mk
A. McDermott in the referenced dlocket. This Diceet T
Data Request No. 1 Thﬂ enciasec“ Te‘;ﬁm’anv szﬁp’;_

Docket No. NG 95- 806.

MidAmerican files the original ane thitteen £ 13 Fyeop
Please note, for the convenience of the Cﬁmm_,
filing two versions of witness MclDermot '

and “Confidential.” Both versions are ex
Redacted” version, MidAmerican has redacted the
MidAmerican requests conf dential reatment of the m
the “Public Tesumony-Red acted™ version.

REQUEST FOR CONFIDENTL

Pursuant to Rule 20:10:00:471 et serq., MidAnserics :
requests conflidential treatment of the enclosed “Confidentia
McDermott that is marked confidential.




Mr. William Bullard, Jr.
February 22, 1999
Page 2

MidAmerican requests that this testimony be accorded confidential e
years, or such time as the Commission may deem reasonable.

rmtenal. damage to MldAmer;lcam ] competxtwc pcmlum or give &
competitors and serve no public purpose. Such information is
sensitive. MidAmerican maintains the information is confidentinl a
secret.

{3 Seastingte

The confidential information contains information which if rz,hm«:m 1o |
would give an unfair advantage to existing and poteatial ¢ ;
Conservation Association v. Moztor, 498 72d 765, 768 (US04,

MidAmerican requests that the Commission file stamp one copy of sach wil
tlestimony and return to MidAmerican in the self-addressed ¢
avernight delivery. Should you have any questions regas
related thereto, please do not hesitate to contact me,

Sincerely,

J. Gxegory Porter
Senior Attorney
281-2641

GP\th
bnc}osures

cc: Camron Hoseck
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RECT TESTIMON
OF
MARK A, HEW

Mark A. Hewett, 601 Locust Strect, Suite 5t

By whom: are yvou emplozed and in what g

I am eraploved by MidAmerican Bngtgy €

its predecessor companies.

Please describe your educational background,

In 1987, I graduated from lfowa Central Compunity

lowa. with an Associate of Arts degzee in Busis

Bachelor of Science degree iy Management 5¢

P!

located in Stormy Lake, Towa.



Al

- Please deseribe your business employment experierice,

and Electric Company, since October 1987, From Octobar 1987 anii! -
November 1990, I held various customer service E@lme@d-_pﬂsi?tfi{tmsg !n
November 1990, I was appointed Gas Supply Analyst for Towst
April 1992, T was promoted tc Adminisirative Stipervisos in the f}axSﬁ ;
Department and in August 1994, T was appointed Superintendent, Cis S " b

Department. In July 1995, coincident with the merger of lowa-Hilinsis with

Midwest Resources, Inc. into MidAmerican, Lwas assigned tothe pos
Manager, Gas Supply Planning. [held that position un’i%i'lfiNOw;:jIiibi::r.,
which time I accepted the position of Manager, C’o‘xpmfuté’ Develop v'
September 1998, I returned to the Gas Supply Df:péﬁtrﬂe&rﬁ% umh
current position of Gas Supply & Trading Vice Presicmzm

Have you previously provided testimony beiz‘umz:e;ga?tw&mau{ﬁ%z,

Although I have not previously provided testimony: befdss

Public Utilities Commission (“Commission’™), Thve provided ety

proceedings before the Towa Utilities Board and the Hiinoi

18 Commission.

10

20 Purpose of Testimony

2 0. What is the purpose of your prepared direct testimony?

w A The purposs of this prepared direci testimony is o provide infornmtion

3 supporting MidAmerican’s Geteber 30, 1998 Request for Comtinmation
2

(S s
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three-vear Incentiwe Gas Supply Procurergent Plan (1

Comrission in Midwest Gas™ most recen! ate pre

006 Final Decision and Order™ issusd on Move
such testimony, it 1 my objective o respond to the

regarding the IGSPP and to demonstrate

appropriate for the Commission. Midams

MidAmerican’'s customers, MidAmerican 5

extend the term of the IGSPP for ihyee vea
How is your iestimony structured?

My testimony will be structured e three primary

a brief history of the formation and approval of

Second, I will present the results of th

that it is reasonable for the Comsissi

address specific timring issues relative w

continuation.

Poes MidAmerican present other prepaved diy

proceeding?

Yes, my lestirnony is offered in connestion

Dr. McDermioit provides an objective ass

effectiveness of the IGSPP approved by ihe C

i g

Dr. McDermott sets forth a compon sense fra

the performance of the IGSPP. Applying tin
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concludes the IGSPP has produced the desired resuits fos &
customers and should be continued,

History of IGEPP

Please describe the origins of the IGSPP,

On May [, 1995, Midwest Gas, a Division of Midwest Pewer

filed an Application to create a £as cost incentive smeg

ST BT Rz

i1

NG-95-006. MidAmerican’s request was made i conjlinction wi
application for approval to increase rates for natursl gas wervive, Alth

settlement was reached between MidAmerican gt stadl v

rate increase. a consensus was not developed on whether the was ¢

should be approved. Accordingly, Midamerican and Commic

testimony on the issue and the parties briefisd the bagal

hearing held on October 5, 1995,
When did the Commission approve the {G8Pp?

The IGSPP was approved by the Comnrission at i3 wea

on October 17, 1993, The Comnission veted to approve the W

and adopted by the lowa Utilities Bourd for o threg.

effective November 1, 1995, Sge, Midwest Cias, :

Systems. Inc., Final Decisicn and Order, Docket No. RPt

etV BNt L ired i W e

1995} and Midwest Gas, a Division of Midwest Powser

T[S AL R g e e st vy
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Dig the Commission's Order require periog:

Yes. MidAmerican was required to

price) en a monthly basis as part of the PGA.

ordered to file on a semi-anmos! bass

the refersnce costs. B
excess
formula for the next six-month period oo;

Commiission required MidAmerican to {3

the IGSPP semi-anmually i accordioncs with ail

rate and tarif? revisions.

Please generally describe MidAmurivan

Commission,

MidAmerican [GSPP dey

cost of gas. If actual costs are abowe o ol

was 2.3% above the reference price and 0.

customers share the ahove market

actual costs are below the wiersnes bl MidAn

its customiers on a S50 busds. Thus, there
and above marke: cost around a pormal operai
The tolerance tand is necessary in order g

company must pay it order 0 sceuss ny

delivery miis, to accoumt for

e
T

conditions 1o epaye Y ORCTATERLY it

i

Y
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3% of
Reference Price

2.5% of
Reference Price ™ i

5% below ——

Reference Price

3% of
Referenee Price

Q.

A

A,

Ai\ .

_imperfections inthe index prices, I have {llustrated thebasic Structore af

IGSPP as approved by the Commissien below:

(Blustration 1)

190 % = Customers

1009% - Custemices

When diid the IGSPP take effect?
The IGSPP commenced pursuant to Commission Order o Novemt
Leoking back over the last three (3) years, foes anything regusdi

IGSPP surprise you?

significant than Texpscted. Although I believed the I1G:
favorable impact on customer gas cost, § did not foresee the dramatic cha
cuiture that has resulted from incentive regulation. We arg not the san

were three years ago.

How has the inclusion of a gas cost incentive affected yourgroup’s.
performance?
Without a doubt, the most substantinl change has been in cultire. Ad

impossible w conclusively say any one individual change has predi

6
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-particilar result, I can, withontreserva

‘buying, selling and managing nataral s and txy

years ago. Although improvement sver fng &
of improvement is significantly greater w
incentives inherent in the IGSPP. Ines
has raised the standard against wh

measure themsalves.

Does your previous answer imply that gas coste

imprudent fevels without the JGEPP?
No. Prudence is not an absalute Tes
MidAmerican, prior to the inyplementae
of managing customer gas costs, Howe
IGSPP, and MidAmerican sug
compensation plan for gas supply-dep
mare driven to aggressivily pursge
end of the prudence rangz. Mid&merica s phitl

corporate IGSPP goals 1t 1s vital to have i+

the gas supply group could directly bepefit, €

of the IGSPP and strive to beat the réference pry

other LDCs.
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Q.

Why do you believe the IGSPP has coused emplavees (o be move fue
#as cosis?

have witnessed it first hand. Emplovees nsed 1o bx

gas on a prudent basis. Now, emplovees are relentie

benchmark and competitor’s costs. Empioye

shareholders, as well as the employee, personally ¢

savings for customers.

What evidence do you have for vour belief that

bl mverivans s I

seiling and mamaging natural gas and transportaiion hetter fod)
I have two primary reasons for my belief; ons sub
from a subjective perspective, | can confidently

better job today because [ have been a part of

one of its predecessors) in one capacity or another

experience, | know the IGSPP has preduced positive chen

net focused on proving prudent behavior, but rather ¢

managing risks and reducing costs, Althougd this mu

difference, the change in performance has

What is the second reason?

The second reascn is more obiective. Lower gas ¢

B (MAH-1), MidAmerican, during the theee {31

¥

produced the lowest gas cosis i South D

o

surisdiction inwhich the IGSPP s e




e militiesdn 1997 and 1998 and the second fove

- pearat the IGSPP, 1996, Sec Exhibit | 1

e

To vour knowledge, do any of the ptier LIX

Mo,

A
et

5 €.  Aretheskills of employess in Midas

7 the other utilities or the sane a5 they were thig

g A, o, MidAmedoan has beenstice

) MidAmerican has searched the muarketpl

10 varying skills and competitive expetience Wi
g = 2

11 industry. For example, sinee the IGSPP wis

2

Rt

MidAmerican has hised a per

13 with MidAmerican"s largest infers

14 Storage (i.e., Northern Natural Gag Con

Services, a pipeline account mansger from N

-l
Ln

16

17 distribution systeny, and & capac

£ %

18 competitors. Most recently. §ired a Tiancisl

Bl
g

il
=

20 effort 1o more ag

21 It is not easy 1o arast 1op uer &

)
3

widwestern gas nibivy, However, Midar

the cuiture of g supply group is diffosn

A
33

s it e A AN R S S LA T
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difference is largely the result of incentives such as the IGSPP. The IGSPP, wi

in essence replicates the forces of an unregulated industry, higs help sif
MidAmerican attract employees that have flourishied by and are used o
participating in a competitive marketplace. This “new bloed” i helping nprove
the way MidAmerican does business and uitimately reduces costs. v by our
customers toward the Jower end of the prudence range.

How has the introduction of incentives affected calture?

It is amazing what people can do when motivated properly. Employees within my

stedd and

the group realize that if MidAmerican customers realize lower gas costs [

savings) they, through the associated incentive compensation phin, wil

benefit. Employees are more committed to thels individual responst

more committed to team objectives. 1 strongly believe this commiitment slle

employees to perform: at a much higher level. Again, this does not mean that

employees prior to the IGSPP had not been doing the

jaly, but shply theassthat
given the proper incentive MidAmerican can altract, retiin and motivate
employees who are miore likely to perform at & higher level.

Customers Have Benefited

Please describe the results of the IGSPP during the injtisl three year pay

MidAmerican’s custormers have appropoiately benelfited mors than myone

During the time the TGSPP has been in place {through

e st month g

April 1998, MidAmerican’s South Dakota sales custom

10
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23

savings relative to the established market price, of 829

of the IGSPP will undoubtedly point out that MidAmerican’s shuehe ey

by the benefit accruing to South Dakota customers a

(MAH-3). MidAmerican stron gly believes these res

IGSPP, as approved by the Commission. has been s Wi

invelved.
Why is it reasonable for the Commission {o eontios b progranithat

produced $1.29 million dollars for Mid&meriomys &

Because MidArmerican sharcholders will pot b

customers benefit to an even grepter extent. T

should be viewed as evidence of tie pre
why the program sheuld net be continued. After gl the
program is to recogaize outstunding petiorm

MidAmerican a tool to fower gus costs and an o3}

of its efforis.

o you believe MidArerican could ool g e

2 eontinuaiion of the IGEPE?Y

No, I am concerned that Lak

and the commetitive mis
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incentive compensation would erode the benefits of the compet

created over the last three years. !simply do not veliove T will see

results from my department without an environment of i

Do you believe MidA merican has the potential for reducing costs it
the IGSPP is continued?

Yes. In a volatile, complex market, it is difficult 1o tmagis

the potential savings. This, of course, is why I beheve the <ha

described in both my testimony and Dr. McDermiott's 15

IGSPP, MidAmerican did ihe best job it could at recoy

epportunities. Now, through the change in cubture produced by

o

incentives, and the introduction and cultivation of rey

more prepared to not only create savings opportunities,

opportunities that are produced. In other words, the 1GSPP b

“winning” culture that, if mairained, will vield sulsstantial d
customers.

Continuation Effective November 1, 1998

When does MidAmerican request the confinuailon (o]

MidAmencan respectfully requests the Comid
contnue the IGSPP effective Movember 1
year period was Qctober 31, 1998, Accordi

effective date of Novernber 1, 1998 and doss so |5

dMidAmerican would be akle W continge 4

spproved by the Commission in Docket Na 98
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“What is the significance of May 1, 19992

for the period November 1, 1998 through Aprif 3§, [999. 7

May 1, 1999 is the first day of the next semiannual companson pesad

the last day of the initial IGSPP was Octeber 31, 1

reflects the savings realized for the same seusonal period u

date for the period extending from November b, 19897 thee
other words, there is an appropriute six month timg
period and the collection period. MidAmeticun x

May 1. 1999 in erder for the JGSPP to continge oy wilhiy

six month comparison and colieciion eyele.

#

Proes this conclude vour preparad i

¥es.
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MidAmerican Energy Company
South Dakota Firm Gas Rate Comparisen
Average Residential Customer's (3as Costs

Jan-28
Fei-88
War-g8
Agnr-08
May-98
Jun-98
Juk9g
Ang-98
Sep-98
Oct-08
Nov-28
Dec-88

Totals

{tn Therms)
214
178
165
149

58
H
24
)
25
39
808
154

1,102

% Higher than Mid#imerican

S0.370 4

H

0]

P
o

$0.270

MidAmerican

Y D AD D D B D WG

&

7ER3
50.32

g1
o

35
203
11.%

Morthwest

s O S A0 8

¥ R

3 §Ft

L7

11443
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MidAmerican Energy Company
South Dakota Firm Gas Rate Cornparison
Average Fesidential Customer's Gas Costs

{In Therms) MidAmerican  Northwestern

Jan-97 214 $ §7.16 § 17
Feb-97 179 8 6140 § 4.5
Mar-97 165 8 41.09 § 5187
Apr-g7 109 $ 25.67 &

May-97 58 $ i7.40 &

Jun-97 34 $ 1118 8§

Jul-97 24 $ 6.9t %

Aug-97 21 3 401 §

Sep-97 25 3 B50 §

Oct-a7 39 3 1353 §

Nov-37 80 3 32.80 ¢

Dec-57 154 $ 6083 $

Tolals 1,102 $ 32045 3

% Higher than MidAmerican

South

50,500

i
i
i
i

3,700

50600

$0.500

& Therm

$0.400

$0.200

$0.100

9T MarG7 Apr9T  Mav9T k&

b S A erican

B T e s et e e i e s g,




MidAmerican Enesgy Company
South Dalkota Firm Gas Rate Comparison
Average Residential Customer’s Gas Cos

Jan-g6
Fab-96
Mar-96
Apr-9%
May-86
Jun-94
Jul-86

Aug-95
Sep-85
Det-08
Mov-9i5
Dac-95

Totals

Usage
{in Therms)

214
179
165
109
&8
34
24
21
25
35
80
154

1,102

% Higher than Mid/American

ey

$0.500

30.400

30.300

$/Therm

30.200

$0.500

s-

Jan-96

Feh-96

M

- G6

n

]

£ o
AR

Mid&merican

e OB L AR s B W s B A W 75 R R

W

wrem A d Amer

B

£9.44
7017
60.06
32.81
15.02
.18
3.685
0.83
4.50
11.23
2808
657.61

361.38

Horthwestern:

L IR S P T R N R IR

73.84
5745




[MidAmerican Energy Company
lewa Firm Gas Rate Comparison
Averagie Residential Customer's Gas Ces!is

Usage

(I Therms) MidAmerican
Jan-92 214 5 76.83
Feb-98 79 3 60.32
Mar-08 155 & 61.71
Apr-98 109 3 35.73
fiay-98 58 3 20.30
Jun-88 34 S 11.19
Jul-98 24 5 8.11
Aug-98 21 $ $5.49
Sep-98 25 S 7.35
Oct-58 35 s 12.32
Wov-28 80 L 24.32
Dec-08 184 3 46.51
Totals 1,102 S 37218

% Higher than MidAmerican

HUREt

=

PR R3340

i S0.310

¢ 6244

LosnoTn , et

Jan-98  Feb-08  Mar-98  Apr-98  May-9%  Jur 98

; e el AU
; s\ id American —& 118 Intzrst
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e

o

g%

IES
77.25
63.37
55.61
40.98

11.66
8.1z
7.06
8.08

14.08

2960

8713
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ididAmerican Energy Company
lowa Firm Gas Flate Comparisen
Average Residential Customer's Gas Cosls

Jan-97
Feb-97
Mar-97
Apr-97
fay-97
Jun-87
Jui-97
Aug-87
Sep-a7
Oct-97
Nov-87
Dec-87

Totals

Usage

(in Therms)
214

175

165

108

58

34

24

21

25

35

86

154

1,102

= Higher than MigAmerican
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MidAmerican Energy Company
lowa Firm Gas Rate Comparisen
hverage Residential Customer's Gas Costs

Jan-96
Feb-36
Mar-26
Apr-96
\ay-96
Jun-96
Jul-56

Aug-S6
Sep-96
Oct-86
Nov-96
Dec-86

Totals

24
21
25
38
80
154

1,102

% Higher than MidAmerican

0100

S0.050

5.

o D 0 R Y B D B 60 5 L0

§

fowa Gus

MigAmerican

69.44
TON7
60,06
32.81
15.02

2.18
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iiu’éa vericzn Energy Company
GSPP - South Bakota
Summm'y of Bavings

r«: o

Novys - Aprés May96 - Oci9o Nevho - AprY7 Mayy7 - Octd7 Nov7 « Aprug Total Bavings
Raferenve Pricy % 19,947,730 § 11,689, C)‘SU b 500,609 $ 13,712,610 b 17.447,669
§ 5 19,010, 9"’1 k3 256.4 b % IZ‘E?L."" § 16609716
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BACKGROUN

Dlease state your name, position, and business addresy.
My name is Karl A, McDermott. | am a regalatary and cim
with Burgess Consulting. My address is 2611 8

61849.

Could you please describe your backgronud and i

Yes. 1have been working in the field of
years. I have held positions. at the ?

National Labaratories, on the staff of the {ifsens Commn

the select joint committee oa regelatory reforns in thie Hline

Jorad

President of the Cenier for Reguiatory Stoulie st Tor the

of Commissioner on the Hinets Lomme
in Economics and } have alser raught rege

T have attached my curniculum viae {or widitionat

Pt

s i LSS o o S R
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During this time huve you participated in the 1

regulatory incentive pregrams?

Yes. 1 first became interested i 18

joined rhe siaff of the Hiinoss ¢

Department of Enerey rese

this woik, | produced
control the sonstruction «

tmee, T have asuthared 4

incentive regaolath
the opportunity o re
capacity projecis to the
(Ameritech). In addition, T o
European states on the ap

electric and natural gas

What is the purpese of your G
I havie been retained b
provide an objective as

Procurement Prograus (1G5

Can you sununarize vour B

I aave examined the

al Midamerican in o

have wdemified a nos
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acccunt for the success of the IGEPP,

cultural change that is induced by the tntroduction of e

It is apparent to me thut the IGSPF has had the precise ¢

that the Commissicn contemplated when it approved i

findings, I recommend the Cemmission continue the 1€

How is your testimony organized?

My testimony is divided inio four sections. g

mechanists as policy mstruments des

1o aiter e

types of indicators that can be used to Heasure Wl
provide the results of my evaluation. Finully, | comat

of my findings.

Are there any preliminary matters that sre ne

the [IGSPP?

Yes. Before conducti ng an evalusion it s g

of incentive mechanisms and how they affect deg
change the level of effort divected towerdd the

involves an attempt to harness the privi

- profi ¢

interest. The profit motive cas be mfenced duough

achieving or not achieving a spec
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supply and demand diagram.

Figure 1

L~
S &
£ = effort C =rcost B = benefits

Please explain I iguge §,
In short, Figure 1 shows that the amount of

potential marginal benefits. Under i

IEGHI.KHGYV Comrnission creale a B

benefit (MBg) of perfonming the ¢ regulated

o)
the value of the effort expended by expe
marginal benefits to the marginal cost, Th

Incentive regulation, since the rules, pokicies

marginal costs and benefits sssociated with

Of course. the level of effon ung
regulators.  Incentive resulition
adopting new policies and rilos

v vPEe i ek add
wARRIR £3)

gctivity. I the mu

Benofits of MB,. 1 the in

&



to

6

7

9

3%

e
N

Bl BT M st gy by o)

A.

by the incentive will produce cost savings that will in turn reduce custon

increase the company’s profits.

Don’t utilities have an obligation to be efficient without additions! incenti

Yes. However, efficiency is a relative concert.

we are operating within. Referring to Figure . once agals

forward by a regulated firm is the most efficient fevel »f

and marginal benefits to cxpending effert, produced by the
Generally it would not be reasonable to ex xpect that the frm would
effort at e, absent some change in the incentives,

Under incentive reguiation we change the beneli

wed costs of puttin

in order to induce changes in behavior. When mCEntive repl

benefits to customers and the wiility are being muxinnved by a level of ¢

real point here is that the levels of effort e and

o ek really

activities and efforts expended under regulation are deiven b 4

that are no longer applicable when incentive Feg

ke i%
incentive regulation is remanded, it would not be ST
firm take the same risks and incur the same ¢ “0sEs, nor preddive
Can you give some examples of incentive miechanisms?

Since any mechanism designed fo influence behmvdor is an incent

examples abound. Any rate desi 180 OF pric
consumer behavior. Even traditional

mcentive regulation. ¥ s a form of price cap regy

pPa3
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lag, an incentive to cut costs, Incentives e not e o
e,

The competitive marke: place iz ancther

miechanism. In a competitive market, increased profit ic e a

mereased effort. A rational person will only m

potential benefit will exceed the additionat ¢

Given that incentives are designed to ssndify bk

behavioral change oceur within an sreanization?
ot

Bolh at the individual and group levels

thought of broadly as 2 “culural™ change i ¢

Please briefly explain the bebaviera! chas

individual incentives.
When a corporation adopts
systemic behavior change.

“how can we maximize customer s

bas higher compensation linked w «

r—
A &

activities will be pursued and corpi

consistznt with maximizing the marginal bes

Introduction of incentives simiiardy

individual knows he/she can made a dif

more likely to expend incrementaf o

tend to concentrate higfher

L
mavging: |
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10

12

13

18

19

the profitability of the organization. Ther

specific targets for the individual that align the emp
the arganization.

Does this imply that incentives may lead to 4

No. A well designed incentive that adepts a

places a significant penalty on unnecessary rigk,

1ving to absorb the costs ahove the benchraris’s

only at the bottom line of the company, but 2
incremental individual compensation. What aw ine

pruident risk management stra

managed. In order to fully undesstand, &t

behavior is not an absolute, bus ruther 3 ¢

observable and measurahie?

Not generally. The fundamesnval purpose of

thal will increase the probability of s
measures or indicators of helavioral efa
wly for ro

concerned that the systemic process e

under incentive regulation is 1o prodace chang

custorners. To achieve the ¢

0P

24 it

indicaior of success—-lowe’ oosiveaprd oot ¢

g
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| measurement of success is the net impact on customers. I the e
2 then the program is a success.

2 In your epinion, does the IGSPP have the clements of an HPPrepT

4 incentive mechanisim?

5 A Yes. My examinaiion of the IGSPP augmented by the personat ¢
6 indicates that it is a well-designed, symmetric incentive structies ;
7 of efforis to capitalize on cost-saving opporiunities as well as mere
8 actions that could raise the cost of serving custoniers.

9y FRAMEWORK OF IGIPP EVALLL

0 . How did you analyze the effects of the [G8PP?
1A As stated above, the most appropriate way i

12 whole by measuring the “bottom line™ tesults

. 13

: 14

!

: v .

{; 15 to test the objective evaluatinn, 1 then considered whath
|

l - - -

: 16 indications of behavioral changes which R

” 17 “bottom line” performance.

18 Q. Whiat objective benchmarks did vou use to snalvee

19 A, I used two. Ka eping i mind the funda

20 costs, I compared the cost of gas procus

24 based reference price embedded i the WISPP 4
2% Deompared MidAmernican's gos costs relative 1o the
23 Sowth Dakota and lowa, Altheugh tie reforones

@
5
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19

20
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A,

believe the latter comparison is also good objective pe

reflects how similar utilities in simélar markets performicd

How did you verify the results of the objective indicuiors”
I analyzed MidAmerican’s gas supply department for sp

changes. I realized thar if the resalts of the IGSPP were fryl

where MidAmerican’s gas supply group was either perlony
old tasks in new ways.

What functions of the gas supply department did you #

My review, which inciuded face-to-face nreetines
included, but was not limited to:

= Gas and pipeline entitlement contracting practices

e Storage utilization

© Systems operations — dispatching, story

» Risk management
® Incentive compensation
» Employment practices ~ hizing outside CXPRI, fe,
e FERC Regulatory Activity
Did you quanlify the benefits derived from g
functions?

Mo. It is not possible 1o identify, isolate and e

occurring as a result of the creation of the 1€

programs such as the IGSPF change behavior fie., &



-~ specific quantification. Thus, iy «

should be continued is not bag

‘ .om‘gmyi3’.vi¢xyg,t§jiz§tf{b‘a‘f‘lfG | PP has

Q. Whatare thr? rﬁ‘wiﬂth {}E}OBI‘
AT - Busedon m)mpmum
me:thzmisms: Lh;ough o
'ybr:ihuvic’jr i .‘zi :hizvi‘nner' That-has e
¢han gesit hﬁ"t:ﬁ[ lbé!‘iﬂr’&’i} h
chan g h a\cpmdmt k
Cam vou “;Vié(}s:ifﬂ
Yes, Twill 'f-i"ii;vt?u;rn,v'ei‘
and several ‘.s;_iggnfiﬁ;’c':'ng“‘
e the immducﬁ on of it
: .59}35& pmwdetheﬁnd '
In :smnmajry; during {3 s

customers have feql

-

based reference privs. Dud
col gas in South Dakovs sngd b
2), MiidAmerican s Bonts

bused reference price




i $2.9 million in customer savings is met of Mi

)

Furthermore, in regards to an objective comp

3 MidAmerican witness Mark Hewstt"s pro

4 — (MAH-1). MidAmerican during the th
5 produced the lowest zas costs 11 South Dakota

6 lowest gas cost of all five Towa utilities.

0
>

10 fundamental areas where the company™s
11 e Storage optimization

12 e Index price management

13 e Contract negotistion aud open

14 o Incentive compen

ton atd g
15 ¢  Cultural change.
16 I believe the significant change refleciod by

17 conclusions of the obiective measurements,

18 Q. Please describe the storage optimizal
19 A Tn the past, storage veas often gsed et
20 Storage would be lessed and an infe:

21 was available for peaik nesds.

22 (THIS PORTION OF KARL A MO
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KARL A. McDERMOQTT

2611 S. Homer Lake Fosd
Homer, IL 61849
Telephona: 217-898-2567

Educational Background

Ph.D. 1
MLA.
8B.A.

Professional Experiance

5/98-present
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12/85-present
12/85-3/92

1/88-3/82

10/88-10/20

4/88-present

1/88-3/92
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(Chairman of the Board, Center tor 5
President, Center for Reguls HeldoHE

One of three colounders of the ©
arganization, ang program ey
developmeant of statewide eneray
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environmental issues in iiin
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Hasearch

as part of ?m, 22
by Vice Presi {:iem .
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Frecipitation: Asge »sm
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Ferformed reseamh
regarding  nuclear w
Fadioactive Civikan ¥
Energy.
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Instrictor, B
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silate
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Lecturer iy Econam
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6/62-12/88

11/83-7/85

8/83-1/84

t/80-8/82

Graduate Schooi, University of ilisis, Chane

Completed ali coursewsrk towards Bhil 4
on ©6/12/88. Fields of -gérz?a;& By
Policy, Macroeconomiz Theory, and
Thought.

Consultant, Select Join! Subcomesitios s §
Hlinois Legislature

Investigated the effects of e
upbn Hiinois Tetephone Ut
requite legisiative actio
T ellecommaniﬂaﬁms &J,.

Consultant, Geveror
Reform, Hiingls Deos

plalﬂl mme:iaﬁﬁn a::mf&

Ecoriomic Analy
Cammerce Cominiss

tesitimony on the use of es
construction.

‘t of serwcea fc;r mg,‘,,mm

Assisted in the deved
rales projects on o
analysis. Assisted
TOD cost-benefit s
time-of-day pricing s
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detenming gz, ::w
testimony i
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BI78-12/79

YAUTT-BITS

3761277

Awards

1986

1853

Exhibie

Puage
Senior Research Associate, National regulatory Research Insti! a
Chhio State University ‘

Conducted research in the areas of telecommunicatic =
contract fees and cost of service, the sfiucty of budger billing ¢
on utilities and consumers, and rmethods of monitonng
adjustment clauses.

Assisted in research regarding marginal and average cost g
time-of-use pricing, power plant productivity, and the ex
cost and price differences of Ohia municioal gas retes,

Assisted in the maragemant of censultant subscorin
supervising the presentation of cost and load raseqrch s

Lecturer in Economics, Department of Economics, Ohln Sixie
University

Taught Macro Economic Principies to a class of approvirmats)
students.

Cost Analyst, Actiop Cemputing, Laramie, Wyaming

Developed cost data for competitive pricing of bids for the i

af computer services provided by Actions compiet

(Giraduate Research Assistznt, University of ¥

Wiming. La
Wyoming

Assisted professcrs in conducting
Principles of Economics, while compheting &
Economics with specialization in P olic 1
Industriai Crganization Theory.

Alpha Lambda Delta Ouistand
University of tlinois

Theift Prize at the University of

Wocation of Saving:
Chicago Housahoids

Professional Suciely Activities

Alphis Lambda Datta Hororary Socisty



American Economic Association

Association for Social Economics

Canadian Economics Association

Econometric Society

Transportation Pubiic Utilities Group of American Economic Assesiation
Hlinois Economic Association

History of Economics Society

Roeyal Economic Society




Exhib

Additional Education

Publications

Michigan State Public Utility Coursa; Michigan State University

Seminar on Austrian Economics at Marquette University,
conducted by the Institute of Humane Studies, Menlo Park, €

State of Hinois; Certificates in SPSS and advansed 5F
Classes and TSO QOperations

Wincis Bell Telephene Seminars on Separations and Settieraents. B
Direct  Analysis (ED&), Costs and Dersand  Analpsis,
Characteristics of Telecommunication System

Ma:i?mzmaﬁ K2 "Iz Thore a Pational F
Electriciy Joumat Vol @1 Jan-Febs 1995,

McDemnott, K.A, “Changing ¥
Malko Eds., Reinventing BW. Ufff :
Vienna, VA 1995-

WMcDemmott, KA. “The Evolution 'f
Employment and Money FRev
Spring, 1843

MeDemott, KA. et. al. “Strategic Use of Incentive §
Peficy Tool.” The Electrcity Journal, Vol 5, Ng., 100

McDemnott. K.A. “Electric Utilties: Control ©
David South sd. Technologies and Cih
Performance, Costs and Applicability.” Natia
Pregram, Siate-of-Science/Technclogy Repornt 25

MecDarmolt, KA. and Christopher Marme
Keynes: From the Indian Cumercy it the
Ferspectives on the History of Economics Thou
Brookiield, VT (19851,

McoDermott, 1ICA., and M.S. Gerber. Commpuier Assi
lts FPotertial Application to the Colorade !~‘cr‘:f’z¢: L




Regulatory Research Institute {1979},

McDermott, KA., A.G. Buckalew, and 0.7, Ceramansid
Telephone License Contracts and Measursd 5
Hesearch Institute {1979).

McDermott, K.A., J-M Guidman, and . Odie. £
Gas Utilities: An Analysis and Some Bscom
Regulatory institute (1979).

Publications: Conference Papers

McDermott, K.A. and Cindi Sehieber,
Frograms in a Competitive Local
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Steategic Dotion for Acid B
Regulation in the Elactric U
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Confersnce on Processing and |
sponsored by the U.S. Depa
Co. inc., Mew York, NY.

McDemmott, KA. and D.W. South. lncenfive A
the Design of Regulatory Policios, :
Hegulatory Utility Commissioners, Commitioe oy
Strategic Issues, San Francisco Luly 16811,

McDermott, KA. and DWW,
Trading: Paradores, Miscoricoptions
National Asscciation of Reauintory
Electricity, Subcommittes an Envirsarme:
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McDermoit, KA. and D0, Soup
Treatrment of Emissicnis  Trach &
Incentives.  Presented at 840 fAnrwes



Management Association, Vancouver, Erilish Columbia {Juse ¥

South, D.W. and K.A. McDarmott. Regulaiony e
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Center far Regulatory Studies, Chicago, IL {June ‘%Q’fﬂr

McDermott, KA. and D\W. South, Inplernentirig
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Institute, Chicago, iL (May 1991},
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Policy. Presented at the 201t Annual Mesting
Chicagpo, IL. (October 1580).
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McDermott, K.A., and D.W. South.
Evaluation of the Proposed Inice :
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1990;.
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1990).
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of the History of Economics Scgiaty {(June, 1987),
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Some Problems of Balancing Equity and Efficie
(Qctober, 1986).

McDermott, K.A., M.J. Morey, and K. Costells
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Publications: Reports
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6, 1991).

McDenmnott, K.
Gas Industry.
Natural Gas Indusin;}
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ARL A McDERMOTT

-8, Homer Lake Road
r, L #1849
Tel phune 217-896-2567

ducational B’a&’:kg}raumﬁ
;MA .197z .
BA. 1976, Ef‘o.omsus lnmaﬁ

.'Dssserkat en' ¥ c;psm :he Nionemry Tﬂlbﬂ?f}f o
Maynard Keynes =

Wmfessiom;iaﬁ‘E-sxpverieme

- 5/98-present  Consultant
Work for various¢cli
the Edison Electrie It
L. E. Burgess Coensulf

4i92:5/88  Commissiorer, Hineis

Domesiic
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Task Foice, the Fedi—‘*m_-
Competition Task Fores, ﬁnﬁ
Policy Group.
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United States Energy Asse
Eastern Europe. Lectured i Ar
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12/85-present
- 12/85-3/92

1/88-3/92

16/88-10/90

4/8%-present

HeG-3/452

{ithuania, and Estonia.

Chairman of the Board, Center for Regulatory Studies, Inc.
President, Center for Reguiatory Studies, inc.

One of three cofounders of the Certer. invaf\x&ﬁﬂ{
organization, and program developmert.
development of statewide energy planrhing optic
lllinois, the introduction of competition inte the-n

environmental issues in lilinois, and coémps
telecommunications market. Conducled resea
competitive bidding and avoided-cost pricing me
electricity supplies, the role of ; /
electricity supply planning, and the use of incent
the role of incentive regulation in our current vage

Research Scientist, Argonne National Laberatory

Served as an economic advisor to the m“f' & c}"
DOE. Investigated -possible ways 1o

innovative ernission control teckinoloy
as part of the Presidential Task Force
by Vice President Bush. Involved in
Science and Technology Bsport |
Precipitation. Assessmant Program {NAPS
tradable emission permits to control dgider
incentive mechanisms t0 promote c¢lean
trading of greenhouse gas efﬁ?‘ti"s:si'm&

Ramoam've umhan Waste Maﬁagemﬁm m_ xm»
Energy.

President Elect and President, Winots Escnomie Assoiation

Organized the 1989 lilinols Economic Associabion
and prasided over the meeiings.

Instructor, NERUC Introcuctory Heguiatory Training Progens

instructed new public utility commission e
state commissions on the basic e
raguiators,

Lecturer in Economics, Degartment of Economics,







6/82-12/88

11/83-7/85

f/e3-1/84

1/80-6/82

on 6/12/88. Fields of pemcxlzzcﬁf@n Wt ; sinre T
Policy, Macroeconomic Theary, and the H::;.mry of
Thought.

Consultant, Select Joint Subcommities on Reguiatory Hel
thinois Legislature

investigated the effects of the AT&T divestiture and F
upon [lliinois Telephone Utilities: and assisted iy i
require legisltative action. Presentation of issue rapor
Telecommunications subcommittes & servad o
exchange subgroup in developing resormandations
tilinois Public Utilities Act.

Consuiltant, Govemor's Sunset Task Force o UHER
Reform, Hllinois Departmertt of Energy and Natural §

P2

Delivered both written and orat regors on the 43 o i
certification, monitoring of construction costs, and allvealion of go
plant cancellation costs.

Economic Analyst lll, Policy Analysis and Researsly b
Commerce Commission

tes‘umony on the use of m;,,emwe mmh:«ﬁm
construction.

Cmdn"ted rpse»ar'ch a"?d zesi *““-fmcf in davels

Assisted in the deveioprnant
rates projects on productivity
analysis. Assisted in the managing
TQu c,ca‘»_:)ere" Ctud Prgpz&mﬁ arich p

Hrepared and presented testimorny
determining rates-of-return for Hir
testimony regarding appropriaie ¢ g4
philosophy for lilincis Bell Telephors Corag



Exhibit (KA

Assisted in the investigation of capacity expansior, fifaling rates
efficiency measurement, and impact of deregulation " ple
generation, water raie design; and investigated the impac
estment tax credit changes on utilities. ”




- B78:12/79

87512179

12/77-5f78

8761277

Lwards

1986

1983

Professionat Society Activities

Alpha Lambda Deita Honoran ry Society

Exhibir

Senior Research Associate, National regulatory Reses
Ohio State University

Conducted research in tha areas of tnelncummu”
contract fees and cost of service, the effesis

on utilities and consumers, and mottiods of 7
adjustment clauses.

Agsisted in research regarding marginat :
time-of-use pricing, power plant produc ‘ty,f»
cost and price differences of Ohio municipal g;.s m{gm L

Assisted in the management of consuliant sibsente {
supervising the presentation of cost and luad research serr

Lecturer in Economics, Department of Enonomics, #Ew@
University

Taught Macro Economic Principles to a ¢lass of approx
students. :

Cost Analyst, Action Computing, Laramie, Wygming .

Graduate Reseaich Assistant, Uﬁwm‘sl?’y of Wyom
Wyoming

Assisted professors in condusting rese
Principles of Economics, while corp i
tconomics with specialization i Pubsiic h
Industrial Organization Theory.

Alpha Lambda Delta Outstanding Teacher of Eras
Linivarsity of Hllinois

Thrift Prize at the University of
Allccation of Savings: An Irvestiy
Chicago Households”



~-Arnerican Economic Association
‘Association for Social Economics
- Canadian Economics Association
--Evonometric Society g
- Transportation Public Utilities Group of American Economic Asmmatsﬁn
- Hlinois Econemic Association :
“History of Economics Society
Royal Economic Society




Additional Education

Publications

Seminar on Austrian Economics at Marguetie Univer
condiucied by the Instittte: of Humarne Studiss, Menlo P

Stale of Wlinocis; Certificates in SPSS and advanued 8PS ©
Clagses and TSO Operations

Hiinois Bell Telephone Seminars on Separationy
Direct Analysis (EDA), Cosls and Demand
Characteristics of Telecommuriication Systeny

MclDermiolt, K.A. “5 Trere a Ralic nai Pm?z e I
Elactricity Journai, Vol ¢:1 Jan-Feb 1

MeDermett, K.A. “Changing Regulston
Malko Eds., Reinventing Electriz Utilily £
Vienna, VA 1985,

MeDermott, IK.A. “"The Evolution of the “Inves,
Ennplawmenf and Money Revisited.” Fi
Spring, 1983,

MeDennott, KA. - Di*@m&mﬁ “The |
Effective Control of Urban Smog. .| :
Federal Reserve Barm of Chicago. Novermiwr ¥

WMocDermot, KA. : 2
Policy Tool." The Electrcity Joumst, ok G,

MeDamoi, KA. ‘Fe@'”rw {

Da\fici Smﬂh rﬂ;‘
F nqmm, %z tm{zf :*;mmm,w;

Meliermotl, K
kKeynes: From |
‘-‘er::p@ tias oF
Brockiield, WT {19

McDermott, K
lts Potentiai Apyf Calio




Regulatory Research instituie {187¢)

McDermott, K.A., AG. Buckalew, ¢
Telephone License Cor
Researth Institute (1878}

Gas Ual!s&ea. An Anal}:ﬁfs drd
Regulatory Institute (19781,

Publications: Conference Papers

McDermott, KA, and Cind:
FPrograms in a Corpeliiive
Association of Hegulatory ¢

McDemiott, KA., DW. &
Strategic Cption for Acid
Reguiation in the Eleclric

McDermiott, K.A., D.W. Soutt
Utility Compliance Pecising
Piftsburgh Coal Conferencs

MeDemott, K4, KA.

Emissions Trading: Is T}
Amendments of 18307
and Utilization of High &
Confererce on Prossssin
sponsored by the US, D
Go. inc., New York, MY.

&‘dc e ;rmnﬁ h 5, J;fi U ‘w 4

He 3«1' L‘id";«; w:mf"z'
Strategi "aues, San Frar

Mcsw;mz,,vz:, KA and DL
Trading: Paradoxes, B
mf«;‘xomi Assocdion
Electricity, Subcorami
168 '1}.

McDemmedt, A, ang
Treatment of Emisgions
incentivas. Pressrmed o




uom{)ham and t:m;&s.
Center for Regulatory Studies, ©

McDermotl, K.A. and Tk W
and Compliance Fianring |
the Electric Utility Pro
Midwestern State Publie
Institute, Chicage, L thay

McDermotl, KA, and O
Complianpe: An £ m
American Power Sond

MeDermotl, KA. and B4
Policy. Presented at th
Chicago, H. {Cotober 198

McDermotl, KA., and D%
Evaluation of the Fropo
Annual Megting of the {i

Moo
[J, i;rq

Cu Jqumf*




McDermott, BLA., and Christosh
Keynes: From the Tract fo f’? ¢
of the Histary of Economics Sagial

I‘ACDPV!’TIC‘ﬂ LA ngﬁ;} 55
Some Problems of Batar
{October, 1886},

McDermott, KA., M.d. |
in Te/ec:omm.umcéf;‘!{a

icDermott, KA., and ¥
Application of Ince
Biennial




Publications: Reporls

McDemott, KA, Awided Cost
Estimation. Prepared for the lilingis |
June 1980,

McDemmott, KUA. Least-LCos
of the Issues. Preparsd
Resours év( genimber %’{}}gfté

E’ILD@M@H KA, E@. it
for the lilinols Deparim

McDemott, K.A.
Planning Framework: Ths
Department of Energy and M

McDermott, K.k, Com ey
Perceptions 4% a *’“ﬁﬁz
Energy and Envire
DOE Office of T

imm;:ﬁ te an ni? i’“ cone
Waste Prhibitons,
Resources.

Wolormot, HA :
Heguirernenls as an

[

Hinois Depariment of

,V’CQ { '} x«.rtiq % ‘uwia
Capacity Fuls) of Pre

MeDermotl, 3
Telephons 44




(May 1985).

McDermott, K.A. A Survey of State Reguia
Developments Resuiting from the Dives
Committee on Public Utility Regulations, Hineis 5t

McDermott, K.A. A Memorandum to the Telssot
Group on the Concepts of Compsting. Competifion
(September 11284).

McDermott LA, Tue Evs.ut:an of {‘mmp:@:fgmﬁ ” ma‘ :

McDermott, K.A.  Utility Effficiency Report Sub
Incentive Meachanisms, Thinois Commere
i=nergy {July 1980).

McDermott, KA. Utility Effisiency Hop
Mechanisms.  Winols Commerce Com:
(March 1985).

McDermott, KA. and K. Kally.
Virginia State Corporation Cormmission.
(19791.

McDermott, KA. Summary o
Productivity, The dational |
Depariment of Energy {1974},

Unpubiished Pagers

McBermott, ?( A, The Reichbanis’ Hz
An Alternalive Test of the Calses of the M

MiceDermotl, KA. How Beg: Was The Ger
the Detnand for Money Emploving a Eulls
1987)




McDermotl, K.A. Bubbles During the Hyper
interaction of the Double Butible in Exchange
(September 1987)

McDermott, KA. Evaluating the Causes of iﬁi&ﬁ
Monetary Policy and Theoretical Delby G

MeDermolt, KA. Applied Falmess Theo
power Plant Costs. {October 1983}

McDermalt, (A, In the Rationsl Expec
a Neo-Austrian Theory? {Ottober 1883}

McDermatt, K.A.  An Examination of #
Ecoriomy Experiencing & Trade Boon:
and Profil Taxation. {(August 1983}

wicDamaott, KA. The Transmission of Mo
Ausiness Cycle. (July 1983}

ticDermnit, KA. The Economics of B
a Case Study of England, 1542-164

McDermott, KA. Infersst Rales, A
Efiectiveness of Monetary Policy. {Aprt 1

MeDermott, KA, Towards Deve
Mechanisms, Performarcs Mess
{August 1881)

MeDermon, XA,
Afternative Hypod
University of Wyorms

MeDermiott, KA. 4
for Reguiated Industres,

Presentationy

-

MeDermott, KA, A Cordlic

the NMalural Gas Industry.




6, 1991).

McDermoth, K.A. Exit and Entry: Who Will
Cas Indu s:ry Presemed a’f thr:* f.:t@nfef Tt

MicDermolt, KA.

Pre entecl tc the Cak Po licy {;ﬁ;m *svw @? Jb
(April 16, 1991).

McDermott, K.A. and D.W. South., Hegufatory Treg
Decisions and Their Effeai on Marksiplace Incers
Inquiry Public Hearing, Hinois Cormmerce Coramisgion

McDermott, KA. and DWW, Sauth. £

Regulatory, Compliance Planning and
llinois Cymmerce Commission {January

McDermntt, KA. Obligations f::} Berve ¢
Industry.  Luncheon dation at  thg
Competitiveness of the Natural Gag Indus
Studies (October 1880).

McDermott, K.A. Pricing in an
of L.ast Resort, Presentad at
Implications for Planning Pric

McDemmiott, KA. Unce "’725'5*2‘?}‘ it 25‘;& i&
Natural Gas. Presented &t the conb
Natural Gas Industry,” held by The Cg
1929y,

McDermott, KA, and phLdL Morey,
Examination of the Factors Qetory
Prices Baiween 1920 and 1823 P
the University of Hlinois (December 1GE

15




Since joining the Commission, Cuormmi
hundred prasentations on a varety of fopics it thes fe
and natural gas industries.

Testimony

Testimony to Blinois Generaj Assembly oing commiies
Sumrer 1997.

Hlinois Public Utilities Commities Tel 1
Methods of Telecommunications Ragulation

inois Commerce Commission Diockst &

Pappas on the use of incent
itlinois Comimerse Commissi
use pricing standards of *he Pyl
Ilinois Gas and Electic Compa

Itinois Commerce Commission Dot
determining the appropriate rs

linois Cornmerce Commission
service mathod for pricing telscommum
competition,.
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA
IN THE MATTER OF THE FILING BY ) ORDERFORANI
MIDAMERICAN ENERGY COMPANY FCR ) OF HEARIH
APFROVAL OF CONTINUATION OF THE ) ﬂ ‘
{GSPP FOR AN ADDITIONAL THREE-YEAR ) NGIS1n
)
)
)

PERIOD, OR UNTIL SUCH TIME AS ITS
PURCHASED GAS ADJUSTMENT MAY BE
ELIMINATED, WHICHEVER COMES FIRST

On QOctober 30, 1998, MidAmerican Energy (MidAmerican) fitad wath
Utilities Commission (Commission) an application for approval (o conting
Gas Supply Procurement Program (IGSPP). The Commission approved
IGSPP baginning cn November 1, 1895, on an experimental bias:s. NMidAmari
that the Commission "continue the program for the later of an additionalthre
or until such time as its purchased gas adjustment may be-¢liminsted, whic
first,"

The Commission has jurisdiction aver this matter pursuant to SDCL Chi
and 49-34A specifically 1-26-17.1, 49-34A-4, 49-34A-6, 49-34A-8, 48 v
49-34A-12 49-34A-13, 49-34A-13.1, 49-34A~17, 49-34A-19, and 46-34A-21. °
have agreed to the following procedural schedule:

DATE PROCEDURAL SCHEDULE
June 17, 1999 Staff's Prefiled Testimony Due
June 30, 1999 MidAmerican Reputial Testimony Dus

A hearing shall be held at 9:0C a.m., on July 7, 1899, inRoom 415
Buliding, 500 East Capitol, Pierre, South Dakola. Ail persons testifying sha
to cross-examination.

The issue at the hearing is whether ihe Commission: shall grant ¥
request to continue the IGSPP for the later of an additional threewaar
time as its purchased gas adjustment may be eliminated, whichever cory

tei

The hearing shall be an adversary proceeding conductsd pur
Chapter 1-26. All parties have the right to be present and 1o be ra
altorney. These rights and other due process rights shall be forfeitec
the hearing. If you or your representative fail {o appear at thetime a
hearing, the Final Decisicn will be based solely on the testimany and svide:
if any, during the hearing or a Final Decision may be issued by defauito




1-26-20. After the hearing the Commission will consider #il evidence and ta
was presented at the hearing. The Commission will ihe'l enter
Conclusiors of Law, and a Final Decision regarding this matier, As 2 rasl
the Commission shall determine whether it shail grant Mid xﬁm grican’'s reques:
the IGSPP for the later of an additional thres=year period, ar un
purchesed gas adjustment rmay be eliminated, whichever comes first
Final Decision may be appealed by the parties to the state Ciro
‘Supreme Court as provided by law. It is therefare

‘ rocedural schedule-set forlh abave shal bé follt
parfies to Hnese p:oceefcmgs it is further

ORIDERED that the hearing shall be heid at 00 am . o July T
412, State Capitol Building, 500 East Capital, Pierre, South Dakaty,

Pursuant to the Armericans with Disabilities Act, !
physically mccessible location. Please corntact the Pumxc it
332-1782 at least 48 hours prior to the hearing if you have spa
can be made to accommodate you.

tnoeds

2
Dated at Pierre, South Dakota, this /5 ”‘, day of Juns, 1893

CERTIFICATE OF SERVIZE ‘: BY ORDER {:‘r&f? b

The undersigned heraby cerfifies that this §i

© dpcument hat been server foday upor af partiss of
record iy duckst, as histed on the dociet service

- fisl. by faesimile or by fiest olass mall, in prosey i
4 #ddressed v.:,mvrlooaf, with changes prr«patd thergmy |

! A 3
i By x‘iﬁ/ £ i @J*’*"ﬂ/’? /;«',’i Lo g

Y

o
L, L e [ oped

W Bate 2 g sed 42

| 7
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‘State Capitol Building, 500 East ,Ca:pit,d!' #Avenue, Pierre; .Scnith-fakﬁ(i-‘S,?SGz[-;J : 07

Jine 17, 1699

Nir. J. Gregory Porter

Senior Atforney

MidAmerican Energy Company
. Q. Box 657

Des Maoines, 1A 50303-0857

Re:  Inthe Matter of the Filin
‘Energy Company: for Continua ity
incentive Gay Supply Procuremsnt Prograrm -
Docket NG98-010

Dear Mr. Porter;

antitled matter, This is intended as service uporyou by mail.
Very truly yours,

s

armiron Hosecl
Staff Attorney
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AP i
T, Giregory Porter
Senior Attosney
2812641




LA LOFFISES
AQAM,GF?DESS«THGMPqONLLP
el bC\UTH PIERRE STREET i
DL BOX 160

»‘-"‘ITEQF?E;‘SSQUTH- DAKOTA 87501-0160

June 29, 1999

ERGY COMPANY; INCENTIVE GAS SUPPLY
CPLAN ’ o IR

UmulelﬁB fomml“ﬂlon she was'told thi
Be geyvice on no other parties was: made;
“1ﬂawﬂ let me know. Thank you.

GERDES & THOMPSON LLP

.— IRV R A
? e ?
Tyt B0




© UTILITIES COMMISSION
TE OF SOUTH DAKOTA

DOCKET NO: NG98-010.

5-2HL-2641

£
s B 4
P BLE~28% 2970

‘South Dakota:f
. (605)224-880%
[605) 4246289




E’ PUBLIC UTILITIES COMMISSION
£ STATE OF SOUTH DAKOTA |
ORDER CANCELLING
HEARING AND
SUSPENDING
PROCEDURAL SCHEDY

NGS8-010-

30, 1998, MidAmerican Energy (MidAmerican) filed with the Pu
igior (Commission) an application for approval to continue its ince
rement Pr ca;;lraﬁ"a (IGSPP), The Commission approved & thre
an Mvembe. Sl% on an expeﬂmental ba sis. MidAmerican reg

i Es s purt‘:haiséd gas adjusxtment may be eli‘minated. whichiever ¢

1949, the Cammission issued an Order for and Notice of Hearin|
ural schedule. The procedural schedule set-a hearing dateof

s jurisdiction over this matter pursuant to SDCL Chapters
-;-n;::‘@—! 1, 48-344-4, 49-34A-6, 49-3A-8, 49-34A-10, 49-344
4G-34A-13.1, 49-34A- 17, 49-34A-19, and 49-34A-21.

d o B dmencan's leller, the Commission shall cancelthe hearing set-fo
aduiad to hear the testimony of the parties, and shall suspend-
wrale speielinitely pending further settfernent dnscu.>s;ons and Staff analys

;i einre

} from ma |,_,,a.rtm», :3



werre, South Dakota, this 2nd day of July, 1999

L

Gl e




Supte Capitol Building, S00 East Capitol Avenue, Pierre, South Dakota 57501-5070

July 2, 1999

3reg Rislov

Commission Advisor

South Dakota Public Utilities Commission
500 E. Capitol

Pierre, SD 57501

Re: Docket NG98-010
Dear Mr. Rislov:

I am in receipt of a letter dated June 24, 1999 from Rolayne Wiest wherein
Commission advisory staff requests all data requests and responses fo them in
this case. It is my position that this request cannot be met unconditionally. The
reason is that data requests, and the responses to them, are discovery between
staif and the utility, They are not part of the record and do not become evidence
unless they are stipulated into the record or otherwiss put in the recorc to become
part of the evidence ultimately considered by the Cormpaission. Accordingly, they
shnuld not be considered in the decision making process oy the Commission,
girectly or indirectly, unti! they are part of the record and the parties have the
opporiunity to object, cross examine or do whatever they deern necessary to
protect iheir record. SDCL 1-26-18 (1) provides that the usual rules of evidence
shall be followed in contested administrative cases. Basic due process rights alse
come into play.

i am willing to provide this information to you, however, provided there is a ¢lear
undarstanding somehow made part of the administrative record that the
information contained in the requests and responses will not be used by the
Commission or fheir advisars in reaching a decision uniess that information is
formally made part of the vecord. A concurrence with this letter, filed in the
dockal, would be all that is necegsary.

Staff Altormey

co: Greg Porter (via fax)
Dave Jacobson



iotoidaic oottt et R T

- SLEW OFFIEES
Ay, ADam, GERDES S TTHQMPSOM LLP
503 SOUTH E1ERFEE c‘T;‘;’E:ET B
7, O.B0OX 160
FIERRE, SOUTH DAKOTA S7501- O!GO

July 6, 1293

Bultlard, Jr.

; THCENTIVE: GAS. SUPPLY -
MﬁNT EhAN ‘ :
WGA8-010
0209

s BiLL

i is a certified copy oL an order admitting Greg
D hac vice in the aomvauentztlmd mafte ‘Please
Zek Relap gt ‘
truly,

GRRDES & THOMPSONW LLP

N
* \M 1,.‘..,%(’ uam)'u.

g",wunwmu.«,wm..

J. Gregory Porter

s




QG I"“-j‘
BEFORE THE PUBLIC UTILITIES COMMISSION {T}L
OF THE STATE OF SOUTH DAKOTA

DOCKET NO: NG98-010

EMER

)

)
.CAN ENERGY COMPANY ) ORDER TO ADMIT NONRESL

) ATTORNEY PRQ HAC VICE

Upon the application of J. Gregory Porter to appear’
# the above-entitled administrative proceeding pux
LE~18- 2, it appearing that said nonresident attor
: tiong oFf SDCL 8 16-18-2 and that he i
?v requlrxng an ' application ‘to tne
of Revenua for a sales tax llcenSG:

PDERED AND ADJUDGED that J. Gregoxry Por er be, nd
authorized to appear as an attorney for‘MldAmguLcan Ener
¥ in the above-entitled proceeding before the South Dako
grilities Commission. NI

v-w) ﬂ.—s,.) !’\
e s " &, (‘J" i"". . P
Dated this 2> day of % oS, 1599,

BY Thé\ OURY :

‘:\ )
3 é?\//
‘Cikgﬁft‘tourt Judge

I
i o’
e

,Mmﬂ Qe» by e awrw
i 4‘.{’. '? ‘; wm‘ o @

S I, Q4ﬁmWJ%%J
gre of Courts ,
; 4

4
i Az
LR I g o
" T o ‘,’“'7/({'7 fém A J;jf/‘/ £
A » /
flidfton Py




arli -
of tfm mxm M@ucvn fm’ ﬁp‘ o
: . : wmﬁc&aﬂdf let

o s

ng, pledse eive me a call at 518) 281-2641.

Sincerely,

I, Gregory Porter
Senior Attorney




{38 WED 02:03 PN RN

BEEORE THE PUBLIC UTILITIES COMMISSION
OF THE
STATE OF SOUTH DAKOTA

PLICATIONOF DOCKET NO. NGOB-010
HJC}AN ENERG COMPANY |

JOINT MOTION FOR APPROVAL OF SETTLEMENT mﬂ‘ﬁmmm

COME NOW, MidAmerican Enetay t“omwny ("MldArnanan Energv )' :
Staft of the South Dakota Public Ut iﬂes GommlSSIGn ("Com mis af
relerred to us "Parties” and propose that the South Dako £ P’ubhc Uﬁiiile.:_

(Gomniusion”) adopt the attached Settlement Stspuiat on (“S‘uou\atm;_

apttlement and resolution of all of the: issues raised reharfdﬁms M dﬂ\men‘,dn S0 :

continue the tncentive Gag Supply - Prosurement Pla'e Ty iiaily appmvc,ci ‘

Cemmission in MidAmerican Docket Mo. NG95-008. in suppan of hs:, rncvtml

Praries submil as follows:
1. This Motion is made pursuant 1o ARDD 20, A0:01: 19
2. The Stipulation resolves all of the jssues in Docket No. NC‘%QEB'ZG%:’GJ i

3. The Stipulaiion represents a negotiated sattlament. of specmt iss

this proceeding. The terms of the. Sattement Stipulation: ag*eeu ypon axa. {o &he m"i
of the Parties, just, fair and reasoneble and consistent wﬁh Soutly D?koza éaw,

Parties respectfully reguest the Gommission approve the 5 izu\aﬂpn, o

Toint Movien for Approval.doc




FAX NO.

Tising filonto for pprovaldoc




BEFORE THE PUBLIC UTILFT!ES C.N’MI SI‘N-'
OF THE
STATE OF SOUTH DAKOTA

DOCKET NO. NG98010

i of the Incentive Gas Supply Procurement Pian (“IGSPP") iniith

s Copission in Docket No. NG95-006, Final Decision a‘n,de}'o_rdéf

#

WidAmadcan's Request for Continuation asked the Commiss

v centinug ihe IGEPP as approved by the G:o'mPl*niss_ébnas‘érfan ad ,

s Commission Stafl ["Commission Staff) and MidAmercan (joifi

sizbmittad preparen direct testimony pursuant to the:Gom nitssion's orc

iwhad for this docurnent. Thergafter, the Parties on or about Jdur

iy,

sted the Commission to held the procedural schedule in abeyance whi

ad & polential setiement.  As a result of settlement dmu%

5 by heer able 1o resojve all issues in this proceeding. The




it Wi Seilfement Stipulation (*Stipulation™), which, if ?ccep

smission, relnstates the IGSPP, as madified, for a three
oy Mowermber 1, 1985,
if. PURPOSE

Giar has been prepared and executed by the Parties for ﬂ"‘e

wipuiation ncludes all terms of settlement ard is subritted wit

: iy iy vind the Comemission imposes anyschanges. i or condili

-

is Stipulation shall be ds

& This Sliputation shall become binding upen execution by the Parties

er, that if this Bfipaation does not become sffective in aceordan

above, it shail be null and void. This Strir&uﬁaﬁoa‘s is intended to:

a5 refarred to herein; no party waives any claim or right whic!




v thereof shall directly or indirectly refer to this Stipulation or that g

of the Commissian referring to this Stipulation as precedent in any ot

future rate proceeding before the Commission,

4, The Parties to this proceeding stipulate that all prefiled :test;il;manys

&, Y s understood that Comrnission Staff enters into this S'ﬁp:u}aﬂa‘n"fd'

<t Middmernican's South Dakota customers affected hereby.

g Tha reinstated 1GSPP, as modified, will commence November 1, 189

s o1 & periad of three years thraugh Octeber 31, 2002,

galittion dog



1 tha initial three year term’.

5 agnke that in all other respects, except those set forth: ab

srabar 8, 1965, Final Decision and Orderin Docket No. NG95:0056
Ny s, o
1 is entarad into this ____ _;f day of August, 1989.

rgy Company  South Dakota Public Utilities Commissio

BY: _

Camron Hoseck
Attorney

State Capitol Building
800 East Capitol Buiiding
Piarre, 8D 57501-5070

DIATED:

wrnd discussions, the Parties clanfiedthat the hedging activityrelated 1o
 past practices, e excluded from the calouiation.of the 1GSPP, - Mok
with past practices, (o include in the IGEPP calculation. mthnr br,dg
y MigAmarican's leased storage authorization:program. : :




FRE KO

Buetios agree the caloulation and perormance of the I

e conslstant with the manner in which the 1GS PP was calculate

{rie iritial thrae year ferm’,

&, T Prtiny g that in all other respects, except those set ?orth“abo

o drgatmont of the {cerP shall be in acmro?,ance Witli*-

varber 3, 1995, Final Decision ang Orderin § ’:)ncketi o N(‘

faiion 13 entred into {his ,_,___,A/ (b.« . day af August; 1999,

South Daketa Public Utilities Commissio

J'L'"
i“\tmmey

State Oapitol Buildin
JQO Bast Capite
Fiarre, S BY

d e :
MWW onten: &)/ 17 94

-e-m mm- .nmv

S gmmewmmnt dmeussions, the Parlles claitind that therhiedyivg 2ativity m&axed 1
ity past prachices, be exciutied from the calcliation of tive 2 SERE Nane|
tarih with ST ] Jractwa:r, t include in the(GSPP.calculation: oihet heagmg
v MidAmerican's oased storags auihonzetion program.

ptatin,due
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CEANRO,

TILITIES COMMIS
SOUTHDAKOTA

BEFORE THE PUBLIC

STATE OF

O OF | DOCKETNG.NGSB-010
(GY COMPANY L

. SETTLEMENT STIPULATION.

O or about Cotober 30, 1998, MidAmerican Energy: Company'

5 Kidsmerican's Regusst for Q@'ﬁt‘inuatidn- asked the (

suthnly to gontinue the IQSFP as approved by the Commhlge!

wige pednd sommencig on November 1, 1998, rxﬁdmmfmuin

AR

sehadide aytablished for thls document, Thereafter, the Parties: o or about:

i, renastett the Commisslon to held the prosedural seheduls in abeyarice wh
% owsued o polentlal seitlement.  As a result of ée&iienxeni"diséus,sign

fers B Bisen able to vesolve all issues in this proceeding. The

g

e b b o S S s i e




e Sedlemont Stipulation “Sﬂpulakmn") wmch i. ac.,

ciny, rainstates the 1GEPP, as modified, for af-.thﬁs;’;j
Hovember 1, 1999.

. FURPOSE

ioys hss bean prepared and executed by the Pamebforih
sl gues iy Docket No. NG8B-010. The Parlies unduars‘t
propssals, pusitions, and adjustments made or ‘obtainad
sor axprasy or implled, are made or obtained enly thrﬁ&ét@ the

daration of the mutual promises bereinafter setafmt’h;}zth'es;ﬁ

ey Wil are unacceniable o either patty, this &Té@uﬁaﬁw s&:’aﬂ;“ be

4 bt net conatiiute any part of the record i it it pm**aecﬂmg aral
sding nar Bo used for any olher pATDOSE.
+ Tiis Stipdation shall become binding upon execution by the

1 by, that 3 ihis Stipolation does not become effective in ascordac

wisove, 1t shall be st prd void,  This Stipulation is intended: Lc» 1'91:

ts refarrad 1o hereir; no pardy walves any glaim or right Whl@




Fad KO, 504

ot to any mater not expressly provided for herein; no-p

ot vy Py mpproied, aceepted, agreed or consented to any rate mak

1 the provisions of thig Stipulation or be prejudiced of hound: thereb

gt or fulure poceeding hafore the Commission. Mo pat

wrpol shall dirsclly or indirectly refer 1o s Stipulation or that pa
e Corealssion referdng fo this Stipulation 28 precedent in-any
» proconding before the Gommission. |
A Tn Padies to this proveeding stipulate that all p.reﬁledhiesﬁm'ony

wade o paet of the rectrd in thls proceeding. The Parties un d.ér?siam d?"

: Hpd ol bean gettled, MidAmertican ‘would have. filed rebuttal: iesﬂ

e ol the positiong comtained in the direct test;monv of (‘ommu

5 i 45 undarsiaod that € Commission Stall emiem o this Stipulation fo

PRenaoans Bouth Dakola cuslomers aifontad ersby.

e fF THE BETTL | EMENT STIRULATION
T FPugtios agres 0 motify the tolerance: band and the pmpoﬁ("

anrs s MidAmorinan share costs anc savin gs resulting from- g,

v ur below the idlerance pand consistent with Hustration A, wh
sk Pt by thiss referance.

5. The weinslated 1GGPF, 83 modified, witl commence Novernber 1y




EnY N0,

sk e caleulation and performance of the lGS

iy th manner in which the 1GSPP was calculated an

ipde yont [T .

sy thigl in alt sther respec

. Final Decision and' Order in Docket No. NG*Q‘E?OG&

et ey this M_,W/ ,_,,_,; day of August, 1989,

South Dakota Public Utilities Commission ‘

eI i

*‘E}ﬁmﬂ:ﬁny-H‘mﬁ@k
Attarney
State Capitel Building

500 Bast Capitol Building
Piare, B0 57501-5070

DATED: @/ff' ’/{’5"”

/

:w:;(it Y {
LA i lu\ie iry 1[’1& ICmF‘
Ld Sorag s U nEsliorn pragiar.
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ORDER

)
)
)
} NG98-010
)
)
)

‘R COWES FIRST

fien! Program ("C:;SF’P). The Commlssxon had approved three
Sy November 1, 1895, on an experimental basis, deAme
gram be continuad.

ricd Cornmission Staff filed prefiled testimony. On June 15, 1999
g Order for and Notice of Hearing that established a procec
ral sehedule set hearing date of July 7, 1999. On Sl

wnded e procedural schedule and can
34 furiber time to negotiste settiernent. On Aug:
iy st fled & Joint Metion for Aoproval of Sett
P msmn whigh had been reached between them,

i tipuiation entered into between MidAmerican s
1998, and whigh is incorporsted hersin by reference; st

- closad,

FINAL DECISION AND




s

EOF &»EHVICE

*'wby genifiss that this
day ‘;Jp.()n all par’slen c_nf

[OFFIGIAL BEAL)

(X
ind at Plarre, South Dakota, this o/ L /;jé,’ day of August, 1989.

———,‘:

BY ORDER OF THE COMMISSION: -

‘[ASKA SCHOENFELDER, CommIS‘SlO’
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